This study analyzes the effects of structural economic movement on the change of Indonesia»s exports and examines the validity of the Iqnacy theory concerning structural economic movement in relation to the changes of export composition. The study utilize an ordinary mechanism of WLS, namely the Wald model,
Determinant Analysis of Supply Change of Indonesia»s Export Product (Indrawati, 1996) towards Indonesia»s export change; to analyze the effect of economic structural movement, change of exchange rate, foreign investment, change of export cost, and inflation occurring together towards Indonesia»s export change. Nevertheless, the main focus of this research is the correlation between export quantity and economic structural movement by using Ignacy basic theory.
II. THEORY
Ignacy theory basically directs to an analysis by using 4 economic sectors, they are: sector producing engines and equipments (M sector), sector producing mineral, farming material, and input such as fertilizer, steel, (R sector), sector producing the consumer basic need product such as food (K N sector), and sector producing consumer tertiary need or K L sector (Ignacy, 1980: 103-105) . Beside that, Ignacy also made a dichotomy among R, K N , K L sectors in traditional (t) and modern subsectors. Fisher (1939) proposed a theory about economic structural movement patterns and was supported by Clark»s statistical data examination. The theory focuses on production change and production factor usage used with a hypothesis that there would be a change of production value and the use of labor production factor within the rapid economic development. Systematic examination about production structural movement and job vacancy structure accompanying an economic development started by Fisher by introducing a concept about production into primary, secondary, and tertiary activities. Primary activity includes an economic process in farming, breeding, and some versions of mining sectors. Secondary activity includes an economic process in manufacture activity that generally relates to construction and mining sector. Then tertiary activity includes an economic process in communication and transportation, wide and small scale trade, government, and personal and domestic services sectors.
Another theory regarding to the well-known structural movement is a development patterns theory by Chenery. He did some studies in many countries and it concluded that development is an increase and a change process that can be observed that the characteristics are same in all countries. Economic structural movement in a country can be distinguished based on the percentage of labor placed in primary, secondary, and tertiary sectors. Syrquin (1988:212) , Taylor and Chenery (1968) The collected data showed that the higher a country per capita income, the less role of farming sector in providing work field. Instead, industry sector got more roles in recruiting the labor. Lewis, Fei, Ranis, and Todaro (1949) explained a theory that is frequently called as economic dualism theory. The theory basically classified economy into two sectors: (i) traditional/village/ farming sector in one side, (ii) modern/town/ industry sector in the other hand (Ranis, 1988: 76-85; Stiglitz, 1988: development process 105-135) . The theory emphasized interaction between the two sectors will occur in the economic development process and cause the change of each sector»s role in the economic process. The general tendency that happens is the more develop an economy, the more it is dominated by the role of modern sector. The basic thought of the theory is assumption stating that labor in farming sector is unlimited. Labor from a farming sector will move to modern sector if there is an incentive difference in which the wage is higher than subsistent wage in traditional sector.
Kuznets (1965) with other writers had done an on going research regarding to economic structural movement in development process. Kuznets didn»t only observe the percentage of people working in any sectors and sub sectors, but also showed the contribution change of any sectors toward national production (Chenery and Srinivasan, (1988:198) . Meanwhile, to know how the change of structural movement patterns in the past time, Kuznets had collected data regarding to contribution of any sectors toward national development in 13 countries that are included in developed countries group. A conclusion that can be obtained is the role of farming sector decreases while development process, industry sector increases in manufacturing national production, contribution from service sectors in creating national production changes and is inconsistent. Chenery and Syrquin (1975) described how an economic structural movement pattern occurring in some developing countries» development process. The theory relates to the sectoral transformation in a developing economy supported by empirical evidences based on their own examinations. Those examinations basically show that the increase of a country»s per capita income will be accompanied by a sectoral output composition change (Syrquin, 1988: 205-214) . The sectoral output composition change is the increase of per capita income including: (i) net production proportion of primary sector tends to decline, (ii) production proportion of industry sector tends to increase, (iii) production proportion of service sector tends to increase with the slower speed compared by the speed on industry sector.
Two important strategies relating to trade is production for domestic market to substitute importing product or import substituting industrialization and production for international market or export-oriented industrialization. Many developing countries start their industrialization process by implementing Import Substituting Industrialization (ISI). According to Nafzieger (1997 : 506-508) , the reasons why those developing countries implement Import Substituting Industrialization are to:
1. Save foreign exchange use 2. Fix balance of payment 3. Self fulfill the need of industrial product 4. Develop domestic economic activity Export-oriented came up because of the failure of ISI strategy. Neo-Classic follower stated that the implementation of Import Substituting Industrialization would give a better result in meaning of allocation efficiency and economic development. (Gammel, 1994: 102-103) .
A study done starting from Tyler (1981) , Jung and Marshall (1985) , Basmani-Oskooee and Alse (1993), Dodaro (1993) , and other economic experts supported a hypothesis that export is a locomotive for economic development of a country. Increasing export activities is an incentive for development of any sectors. Export development create a new demand in exporting countries either the input of production exchange or the result of the income increase of production factors. Export extension can create an economic development through demand stimulus on other sectors. (Balassa, 1985; Wong, 1986; Sprout dan Weaver, 1993) . Krugman (1994) stated that the purpose of a country doing international trade is to gain profit and to achieve economies of scale in production. Trade can give profit by giving a chance to export any product with the huge resources. Trade also enables each country to do production specialization on a certain products to gain a higher efficiency level and a larger scale of production.
Referring to the trade problems, theory of Heckscher-0hlin (H-0) often become an empirical testing object to estimate the effect of trade towards income distribution and trade pattern.
Based on the intensity of production factor, H-O (1933) showed two models of production from two countries with two commodities that are labor intensive commodity and capital intensive commodity. A relative welfare of physical capital will make production and export be dominated by labor intensive commodity. Beside that, a country with a very skillful labor will have a comparative excellence in production and export of skill intensive commodity. (Ballasa, 1988:10) .
Technological gap hypothesis was proposed by Postner in 1961 by using the innovation and imitation integration influencing export. When a product starts to be profitable in domestic market, a company doing innovation can gain a monopoly profit temporarily, so it can easily get into the international market because of entry lag problem. The more increasing profit will stimulate other countries to imitate, especially when the innovation has been dissimilated. To have a competitive excellence in exporting, a country involved should persevere on an innovation.
As well as Linder thesis, Postner hypothesis can be implicitly classified as spillover theory which is export can be occurred when domestic consumption has been fulfilled. Many evidences prove that the pattern doesn»t always occur. Other weaknesses, either Postner or Linder can»t give a specific explanation regarding to the steps from innovation to imitation and the estimation how long the process will take time. (Basri, 1991 :23) Furthermore, Vernon generalized the opinion in Product Life Cycle Theory (PLC). The theory doesn»t consider variables in economy as fixed and exogenous, but those variables always change and their change occur in the model and use those variables as driving motives for the international trade. That»s why PLC theory is called as a dynamic theory. Except the inflation variable, all variables on the above formula is given in natural logarithm form. The transformation brings some benefit such as elasticity number can be recognized from the first derivation level which has the same value with the variable, and the second benefit is to improve the statistical testing . As a note, INF variable is not included to be transformed into natural logarithm form because inflation is a change form of a cost variable that could be negative so it is not logarithmic.
II. METHODOLOGY
Estimation technique that can be done is Ordinary Least Square (OLS) if linearity assumption, homoscedasticity, no co-relation serial and multi co-linearity can be fulfilled (Eagle and Granger, 1987; Mekherjee and Naka, 1995; Masih and Masih, 1996) . In situation in which the assumption can»t be fulfilled, for instance homoscedasticity case, estimation technique Weighted Least Square (WLS) can be a preferred choice.
Before doing estimation, stationary testing is applied for all variables involved in the model, by using Dickey-Fuller (DF) and Philip-Perron (PP) method. Along with the variable, stationary testing can have a trend influence or ADF (T,n), Constanta ADF (C,n), and there is white-noise error term atau ADF (N,n) (Gujarati, 1995:718) . In situation in which variable is not stationer, preferred standard procedure that can be applied is to differentiate those variables, it is useful to avoid spurious regression.
It is possible that those variables that are not stationer in level could have a long-term connection. In this case, those variables are co-integrated. Co-integration testing can be done 
IV. RESULT AND ANALYSIS
Stationary testing shows that variables have different stationary degree. As stated mentioned before, degree difference scan cause OLS estimation equation keep having a stationary character in the equation (Gujarati, 1995: 726-727) . That is why the next step is to do co-integration testing which is stationary testing on the estimation equation. 
Type of Johansen Co-integration
From the result of Johansen co-integration testing using some assumptions, we can see that those results have consistency in either existence or inexistence of co-integration.
IV.1. Estimation Result of Error Correction Model (ECM)
Dynamic model concerned by some economist recently is the Error Correction Model (ECM). In a reality, we can clearly observe that economic agent don»t react spontaneously in responding an action. This is the reason why the dynamic model especially error correction model is formed. Existence of error correction generate error correction coefficient showing a phenomenon of corrected deviation to equilibrium. By ECM, we can see whether those observed variables are co-integrating. It showed by the significant error correction term, or in other words, error correction model is valid and the observed variables are co-integrating. The result of an estimation using ECM as follow:
It can be concluded from ECM estimation that the ECM model has a weakness in its diagnostic testing, especially in Jarque-Bera normality test and Heteroskedastisitas White test.
Assumption based on weakness of the diagnostic test is a strong indication that homoschedascity assumption is not fulfilled, as well as OLS basic model shown in the previous part. So, as well as heteroscedasticity problem solving, WLS procedure is preferred for both of ECM models.
IV.2. Weighted Least Square on ECM Model
From the appeared indication, ECM estimation model also experiences heteroscedasticity symptoms, so ECM model will be done by using WLS procedure to eliminate heteroscedasticity effect. The result of estimation using WLS for ECM model is as follow:
The interpretation of ECM estimation result with WLS can be done by long-term and short-term interpretation distinction. In short-term, the interpretation focuses on analysis variables
derived on the first level that is d(LPX), d(INF), d(LER), d(LTSE), and d(LINV). Whereas in long
term, variables is treated as operator lag backward that is LPX(-1), INF(-1), LER(-1), LTSE(-1) and LINV(-1). However, special for long-term, the interpreted coefficient has to be divided with ECT coefficient.
In sort-term, ECM estimation result with WLS can be interpreted as follow:
-If the variable of export price level experience change up to 1 %, there will be an increase of export volume by 0,42% (inelastic) with significance of 0%. (Strong) -If variable of domestic inflation decline by 1%, there will be less affection on export volume because the coefficient is very small and not significant (p=0.79).
-If the decline of Rupiah exchange rate on dollars occurs, there will be an increase of export volume by 0,847% (inelastic) with the strong significance (0%).
-If the economic structural movement occur by 1% which means industry sector change is more than 1% compared to farming sector, there will be strong affection on export volume by 0,899% (elastic) with the strong significance.
-Whereas variable of foreign investment change affect positively on export quantity but the effect is statically insignificant (p = 0.98).
The estimation can be interpreted as follow:
-If the increase of export product cost by 1% occurs, the export volume will increase by 0.425%
-If the increase of inflation by 1% occurs, the export volume will decline by 0,994%
-If the increase of Rupiah exchange rate on Dollars occurs, the export volume will decline by 0.239% -If the structural change caused by the increase of industry sector by 1 % higher than farming sector occurs, the export volume will increase by 0.018% -Foreign investment variable shows a positive affection and significance in 8% level. If the investment increase by1%, it will affect the increase of export volume by 0.54%
IV.3. Discussion
Export connection on export cost level in short-term shows positive connection, it can be interpreted that in short-term the increase of cost in the international market will affect on the increase of export volume. The increase of export volume could be from the increase of cost that might be faster than other variable change that might affect oppositely, so it needs extra time to reach the new equilibrium. In long-term, the increase of cost will tend to decrease the export change. This point of view shows that international market is stronger than exporter bargaining process.
Inflation level plays its role in export volume development. If the inflation becomes index change of consumer cost, so supporting factor of the decrease of export cost is demand domestic pull. If the increase of domestic demand is higher than the increase of foreign demand, commodity will fill the domestic market. It is based on the consideration of the relative increase of domestic demand towards foreign demand or commodity production will cause the increase of domestic commodity cost. Regarding to the possibility of wage rigidity, the important element in production, the commodity cost increase is not followed by production cost increase. So the producer profit margin is considered as a support for producer to increase his supply in domestic market. The limit of production capacity in short-term, following the market development that will cause the supply increase in domestic market can only occur if we decrease the supply of the commodity export. This is the cause of short-term export declining.
In long-term ECM with WLS can be formulized as follow: In long-term, the effect of inflation can be considered as a factor that will increase production cost level, with the affected wage level and other input variables. The increase of production cost is interpreted as the increase of commodity cost, therefore, the incentive of domestic cost can not be longer retained in long-term period. If producers increase their access in international market, they will face a relatively higher price than before.
The explanation remains an important question that is if the export cost and export volume in short-term shows positive connection, why the connection between inflation-export volumes is negative, whereas inflation has a positive affection or will courage the cost increase.
The answer is there is an assumption in short-term that the ability of producer to increase the capacity of production is limited because the existence of cost change rigidity or the use quantity of extra input, but the increase flexibility of producer capacity can be achieved if producer work on higher capacity than demand. In other words, producer applies reserve capacity as a way to anticipate the change of urgent consumer demand. At the same time, when the international price increase and there is domestic inflation increase, the producer will be able to adjust production capacity fast without any difficulties because price rigidity factor is useful to increase domestic and international supply at once.
Connection between export and exchange rate change in long-term period is negative.
Negative effect of the decline of Rupiah exchange rate on Dollars is felt by producer if their input product depends much on import product. Because of Rupiah exchange rate depression, producer pays much more in Rupiah currency than before. Difficulty to gain international input will finally hamper production development. However, the obstacle of export happens in longterm period, because producers enjoy how cheap Rupiah while they have import input stock.
Short-term change on exchange rate affects on competitive effort of Indonesian products cost.
If Rupiah exchange rate on Dollars decline, the Indonesia»s export product cost in Dollars currency will make much more Rupiah. The mechanism gives positive effect for exporters because rupiahs that they earn can support production ability. This effect is short because market will be in the new equilibrium. Figure IV .2, shows time lag of exchange rate change with export volume. In 1983, when Rupiah was appreciated in one semester, export cost increases but not too high then experienced rapid declining from 1984 until 1986, when the government evaluated Rupiah, export volume didn»t automatically increase but it needed three months to react. Less than the next six months, export volume was on the average position. At that time, domestic input market had reacted for a change. Beside that, import input stock had lost its positive affection on the export volume because producer bought input from import with the new rupiah price.
The low significance of economic structural movement in affecting export volume can be interpreted that long-term export volume is not useful. Preferred estimation based on those long-term facts is many output industries moved to domestic market. The higher people income as the effect of the economic structural movement, people will consume output industries much more. Economic structural movement that we mean in this research is sectoral movement happening on Gross Domestic Product from production side. Movement happening in Indonesia»s economy is movement from farming sector domination towards GDP become industry sector domination.
The economic structural movement affects the kind of exported and imported commodity.
Many countries prefer industry sector to accelerate economic growth. It is based on the reason that made by industry sector has a relatively higher extra value than farming sector. The high extra value of industry sector will make the more industry sector output the higher GDP will be formed.
Because of the reason, industry sector output is directed to export side. There is a positive connection among economic structural movements that can be specifically said as industrialization, with export volume. The higher GDP coming from industry sector the higher industry sector output thrown to the export market. It means that export is dominated by industry sector.
Investment policy that is able to support non-oil & gas export, known as 6 May Package, is effectively announced in 1986. The 6 May Package basically has important points that is to encourage enterprises at least 85% of the output that is exported in import input supply with low cost through subsidy, give a bank loan if it is at least 75% belong to Indonesian, if it is at least 51% equity offered in Jakarta Stock Exchange, and if it is at least 51% equity belong to Indonesian plus at least 51% equity offered, 20% of them offered in Jakarta Stock Exchange (Poot, Kuyvenhoven, Jansen, 1991:236-238) After having some revision of the investment policy, we can see that since 1986 investment realization increase. As it is seen at Figure 3, The effect of 6 May package policy is the increase of export value. The result of estimation indicates that the policy was positively responded by investor, especially industry sector investor, because they want government to give a priority to the sector as the leading sector.
Export development in 1983-1985 period experienced saturation because international economic development faced by Indonesia didn»t support Indonesia»s top export development, those are gas and oil. Gas and Oil didn»t experience declining in 1984/1985 causing gas and oil export declined drastically from 1986 to 1989. Oil and gas export declined up to»± 10% annually in five years (1984) (1985) (1986) (1987) (1988) (1989) . It encouraged government to develop non-oil export which is only able to gain if there is an increase in non-oil sector investment, especially industry sector. Figure IV .4 shows that there is a development of non-oil sector performing the export increase. The effect of investment policy towards export increase can not be directly happen.
Different time factor between policy and result that is just 1-2 years can be an indicator that industry sector that react fast to investment development is non-intensive capital or non-intensive technology industry sector. It can be proved by the sharp increase of industry sector of SITC-6 product, industry sector material base, which include plywood and textile commodities. 
V. CONCLUSION AND SUGGESTION
From the all explanations stated from the above chapters, we may conclude that:
1. Based on developed analysis method which is Error Correction Model operated by using
Weighted Least Square, we can earn variable result of export cost (PX) in short-term shows positive and significant effect to explain aggregate export volume. Whereas in long-term, those variables did negatively affect the aggregate export volume. The result shows Indonesian exporter position as a price taker. Long-term observation result shows a suitability of the result by Marrian E. Bond (1987) .
2. Inflation level variable in short-term can not explain the change experienced by aggregate export volume, whereas long-term inflation has a strong negative impact to affect the change of export volume as found by Goldstein and Khan (1978) . The finding can be interpreted that inflation increase can decline export through production cost increase mechanism causing the decline of export product competition effort.
3. Short-term exchange variable of exchange rate has a positive and significant effect whereas it has a negative effect for short-term period. The decline of domestic exchange rate (depreciation) will encourage short-term export, whereas in a long-term period, the decline of exchange rate will decrease export change based on Bond»s short-term observation (1978); Riedel (1988) .
4. Different from other economic structural movement studies, this research revealed a new relative problem that is the role of economic structural movement in encouraging export change. Economic structural movement variable will bring a positive impact on the export volume in a short-term period. Whereas in long term period, the impact is no longer significant even it still positive. The finding shows that industrialization process occurring in Indonesia has an important role export development, and also supports Iqnacy hypothesis regarding to economic structural development.
5. Foreign investment variable (PMA) has a positive impact but it has only a long-term significance for export volume change. The result of this observation is in accordance with Ali»s observation.
6. From some cases estimated using the same model, we can see there is a different result of each export commodity. This fact shows that each export commodity has a unique characteristic which is different from others.
From the result of estimation and problems faced in this research, researcher wants to ask some questions that can be used by other researches for the same analysis study, and for decision makers regarding to international trade in Indonesia as follow:
1. The need to modify estimation model having long-term and short-term perspectives become estimation model that is able to overcome data unsuitability problem with the demand of classical linear assumption. That is why, we need to consider the existence of Error Correction Model analysis model operated using Maximum Likelihood method that doesn»t demand strict assumption for analysis of data.
2. Beside that, we need to concern to intensively pay attention to export commodity process as a case. It is important because the result from estimation applied for each commodity tends to be unique.
